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It's interesting to me that so many Congressmen are objecting to the Echo Star/Direct TV deal because of
potential price gouging in rural areas from such a combination. Yet, no Congressman seems to care that
we have that today with the monopoly enjoyed by the various cable companies throughout the country.

In truth cities across the country can do little but renew cable franchises for very long periods because the
public does insist on access. But the cities have so little power. They are lucky to get some service quality
upgrades and the like when doing so---but can do absolutely nothing with respect to pricing. If my
experience is representative, and 1 believe it is, then the cable companies are guilty of price gouging now in
their own selft interest.

Allow me to share my experience and make a suggestion for improvement. I enclose copies of my Charter
Communications bill for the end of 1999 in the amount of $33.02 for Basic and Extended Service and the
one I just received for the same services in the amount of $48.51. [This new rate, incidentally went into
effect in Dec. 2001.] So in just three years my cable bill for the same services has been raised by 47%!!
And yet, we all know that the cost of living index has increased by less than 10% over the same time

period. I consider that unfettered, price gouging by a monopoly!

Now I'm told we have more channels to watch but they are of no interest to me and I couldn't tell anyone
what they are. I'm sure some programming costs have gone up for the cable companies, but I very much
doubt they have gone up anywhere close to 47% across the board. In my opinion the cable companies, at
least Charter, are simply using their unmitigated, monopolist pricing power to increase their cagh flow and
operating eamings as they wish to satisfy shareholders—in particular controlling shareholders'such as
Allen, the Microsoft billionaire, in Charter's case. Also, please refer to a copy of an article m a recent Wall
Street Journal enclosed. Ihad no idea that cable companies enjoyed 35 to 45% of revenues as operating
profit. I spent my entire career in business and my last 10 as a CEO before I retired. I never witnessed
such operating profit margins in any business with which I was associated and doubt that there are few

companies that can compare.

I understand you are a free/open markets kind of guy. And fundamentaly, I agree with you--but I was
always in a business where there was significant competition and the market dictated pricing. When that is
not the case, and only one company can provide a product or service in a given territory, I believe that
legislation or regulation is required with respect to pricing in faimess to the consumer while still allowing a
company to earn a reasonable margin and return on invested capital.

With respect to cable companies, I have a suggestion. The FCC should establish a “fair" base price for
“basic cable" in all territories across the country to provide a fair return on _existing invested capital, but not
to cover new investment intended to provide new services which should stand on their own and are a normal
business risk issue in anticipation of future eamings for most companies, and should, in turn, be subject to
future income and eamnings based on future sales of such services. The "basic cable” package should
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provide 8 to 10 channels only. They would be the local 4 or 5 broadcasters plus 4 to 5 routinely watched
cable channels such as CNN, ESPN, etc. Beyond thét, then, the consumer could buy additiongl channels
one at a time. Each would be priced on what the market would bear. Perhfips as little éis 25 cents per
month or as much a $5.00 per month—--or again, whatever the market would bear. The k8y is to let thie
market dictate price based on the value as perceived by the consumer--- ahd not let the cable companies
simply dd channels as they choose and then charge the consumer what evet they wish. This would also
address the issue of how much the companies that provide programniing charge since they, too, would be
subject to market forces. Cable companies would object to administrative costs, but in this day and age of
computers [technology] I don't believe that would be material-—and I daresay people could sign up for
channels or stop service via a touch tone phone or over the Internet or whatever at little cost to the cable

companies. .’

Tt seems to me, Chairman Powell, that such an approach would be consistent with your belief that the
marketplace should dictate choice and price but with nominal regulation on the "basic cable” package to
recognize we are dealing with monopolies.

The only other hope is that satelite service can truly become competitive and a viable altemative. Today
that is not the case vis a vis cable with the limitation that multiple receivers cannot get différnet channels
from one dish. In that respect, I personally would support the Echo Star acquisition of Direct TV to give
them the scale and resources to overcome this deficiency and become a true competitor to cable. And it
seems to me the FCC could establish a covenant in such a deal that would assure that rural areas [without
access to cable] would not be gouged but priced consistently with their urbén counterparts.

Thank you for listening—I can only hope you will give this matter your attention.

Sincerely yours, _

c/c: Members of Congress
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PAYING YOUR CABLE BILL HAS NEVER BEEN EASIER! WITH AUTO-PAY, YOUR CABLE BILL
CAN BE PAID DIRECTLY FROM YOUR CHECKING ACCOUNT-SAVING YOU TIME AND MONEY!

CALL 207-7011 TO ENROLL NOW!
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